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Covernmesi 
(Path lew tsius, 


Professor Norris E. Sheppard, M.A. 
Fellow of The Institute of Actuaries 


University of Toronto, 
Toronto 5, Ont. 


16 September 1963. 


The Chairman, 

The Teachers’ Superannuation Commission of Ontario, 
Department of Education, 

204 Richmond St. West, 

Toronto 1. 


Dear Sir: 


We have now the honour to report upon the fourteenth investigation 
into the condition of the Teachers’ Superannuation Fund of the Province of 
Ontario, made as of 31 December 1961, in accordance with Section 5(8) of 
The Teachers’ Superannuation Act. The thirteenth valuation covered the 
period up to 31 December 1958. 


1. PENSIONS ALREADY GRANTED TO FORMER TEACHERS 


The pensioners’ record cards of all teachers who were in receipt of pension 
at any time during the three-year period from 1 January 1959 to 1 January 
1962 were tabulated, and the following is a summary of the results for the 
three-year inter-valuation period. 


Former contributing teachers 


Male Pensioners who were pensioned and Female Pensioners 
790 who were in receipt of 3,071 
: pensions on 1 January 1959 
+372 whose pensions started in the +979 
three-year period 
—140 who died in the period — 350 
—-4 who had their pensions —12 
terminated 
1,018 who were on the pension list 3,688 


—— on 1 January 1962 —_—. 


Further details are given in Schedules A, B, C, D, and E, of the distribution 
of these pensioners by quinquennial age groups, and by class of pension. 
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2. MORTALITY RATES OF TEACHER PENSIONERS 


We have taken out and examined the mortality experienced by both the 
1,162 men and the 4,050 women who were in receipt of a pension at any time 
in the three-year period 1959-61. Each of these two experiences we have 
compared, age group by age group, with the recorded corresponding experiences 
of previous inter-valuation periods. 


This examination showed a slight trend to lower mortality for both males 
and females during the service pensionable ages, that is, the sixties and up. 
On the other hand, there has been a larger proportion of women granted dis- 
ability allowances at the higher ages, arising from the great body of married 
teachers who came back into active teaching during World War II. Any higher 
mortality experienced by these women will tend to offset the trend. There is 
also a slight trend to higher mortality at ages below sixty, where teachers 
have been mainly pensioned on the ground of disability. 


For the valuation of the pensions already being paid to retired teachers, 
we have continued to use the a(f) and a(m) 1900-1920 Annuitants’ Tables (ulti- 
mate) with the tabular ages written down two years; the resulting mortality 
rates have been suitably adjusted below age 60 to allow for the somewhat 
heavier mortality of disabled lives at these ages. 


We have been convinced that in the balance this recent mortality experience 
follows the same over-all pattern as other modern mortality investigations have 
revealed, namely, that as time moves on the normal mortality rates of the 
human race at each age tend to decrease. This secular trend was mentioned 
in our preceding valuation, three years ago. 


Accordingly, we have decided to change to more modern mortality tables 
for evaluating the pension liability in respect of the allowances that will be 
granted in future to Ontario teachers and their dependants, and for this pur- 
pose we have used the ultimate mortality rates of the a(55) Tables for 
Annuitants, written down one year in age. 


To illustrate the assumed improvement in mortality, we give the following 
comparison of the expectations of life for actual age 62, between the former 
mortality tables, which we have used in this valuation for existing allowances, 
and Ee new basis, which we have used to value pension benefits yet to be 
granted. 


Expectations of life for a 


man aged 62 woman aged 62 
a(m) and a(f) down two years 16.50 years 19.84 years 
a (55) down one year 17.17 years 20.75 years 


_ Expectations of life do not normally enter into the finding of the actuarially 
capitalized value of a pension for life, but they do serve as a convenient over-all 
comparison between the two sets of individual age by age mortality rates in 
two different mortality tables. 


For example, the increase from 16.50 years to 17.17 years shown above for 
a man aged 62 would generally imply that the mortality rates above age 62 in 
the second table are lower than the corresponding rates in the first table. 


3. ALLOWANCES TO WIDOWS AND OTHER DEPENDANTS 


Te eras a acne Secs and pensioners, who died on or after 1 April 
» felt eligible widows who were in receipt of allowances at 
the three-year period 1959-61 as follows: | a a 
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373 widows receiving an annual allowance as of 1 January 1959, 


+ 144 " who were granted an allowance between 1 January 1959 
and 1 January 1962, 

— 42  ” ~ who died in the period, 

— § ” ~ who remarried in the period, 


99 


leaving 470 receiving an annual allowance as of 1 January 1962. 


Teachers and pensioners who died before 1 April 1949 left widows who 
became eligible for a flat $800 per annum allowance, starting as of 1 April 1954, 
as follows: 

164 widows receiving an allowance as of 1 January 1959, 
— 29 ” ~~ who died between 1 January 1959 and 1 January 1962, 
— 8  ” ~ who remarried in the period, 


99 


leaving 132 receiving an annual allowance as of 1 January 1962. 


The quinquennial age distributions of these two groups of widows are set 
out in Schedule F, and their aggregate annual allowances by quinquennial 
ages in Schedule O. 

We have tabulated and deduced mortality rates, age by age, for the 
experience of all these widows who were in receipt of an allowance at any 
time during the three-year period. This experience we have also compared 
with the past experiences recorded since 1949. We are satisfied to continue to 
use the a(f) and a(m) ultimate annuitants’ tables written down two years 
(suitably adjusted to allow for future remarriages) for the evaluation of the 
allowance payable to the existing widows and other dependants. 

For allowances which will be granted to widows and dependants of 
teachers who will die in future, we have used the ultimate mortality rates of 
the a(55) Tables for Annuitants, written down one year in age. 

In addition to the widows, we find that as of 31 December 1961 allowances 
were being paid to ~ 

1 widower of a former teacher, 


and 5 families of orphans of former teachers who had died in service, or of 
widows who had remarried. 7 


Besides the widows and dependants tabulated oes rr the prospective 
widows and dependants of male teachers and pensioners, ‘each of the following 
women, each of whom was in receipt of an allowance on 1 January 1962, could 
on death place a reversionary annuitant on the Fund as follows— 

3 pensioned women teachers with eligible children 
15 sd ’? teachers each with an eligible dependent husband 
6 “3 ’’ teachers each with a female co-annuitant 
60 widows with dependent children. The extra liabilities imposed on 
the Fund for these possible reversionary allowances are included in the Valua- 
tion Statement in the total liabilities for the corresponding groups of existing 
pensioners. 


. THE CONTRIBUTORS TO THE FUND DURING THE THREE-YEAR 
PERIOD 1959-61 
The inter-valuation three-year period experience of the contributors was 
taken out for this valuation using the census method. Punched cards were 
used for the larger groups, treating men and women separately. 


Active teachers: 
A census tabulation by age was made as at 31 December of each year of 
all the teachers employed in that calendar year, excluding any teacher who 
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took a cash refund during that year, who died during that year, or who ceased 
to be employed during that year and was granted a pension. Each year’s 
census was divided into two tabulations: 
(i) one for contributors each with less than 4 months’ service in that year; 
(ii) the other for contributors each with 4 or more months’ service in that 
year; showing in each case for each calendar year of birth 
number of teachers, 
aggregate service during the calendar year just ended, 
aggregate teachers’ contributions for the calendar year, 
aggregate service up to the end of the year, 
aggregate teachers’ contributions up to the end of the year. 
Also, the tabulation for the women contributors under item (ii) was 
sub-divided according to marital status: single, married, member of 
religious order. 


Deaths while in service: 


A manual tabulation was made of the deaths occurring in the three-year 
period ended 31 December 1961. 


Retirements: 


Tabulations were made of the pensions granted during the three-year 
period ended 31 December 1961. 


Withdrawals: (excluding refunds for periods under 20 days): 

For each calendar year and each sex, three tabulations were made, of 
those teachers who took a cash refund in that year (grouped by school year 
of birth). 

one, for those who taught at least 4 months in some one calendar year 

before the calendar year of withdrawal, including in such prior years 
only the one year preceding the last actuarial valuation date and the 
years since that date; 

two, for those who taught at some time during the prior years just men- 

tioned, but not for 4 months in any one of them; 


three, for those who did not teach during these prior years. 
__ Aggregate refunds and service were shown for each school year of birth 
within each of the three tabulations. 


The following aggregate totals for the three-year period will give a brief 
summary of the scope of the various tabulations used as a basis for our statistical 
studies of the experience of regularly employed teachers. 


MEN Contributing teachers WOMEN 
14,198 who were considered employed at the 32,819 
end of 1958 
805 who quit the profession taking a 5,867 
cash withdrawal 
50 who died in service leaving an 
eligible dependant 
48 who died in service where a cash jee 
refund was made 
372 who were granted a pension to begin a9 
between January 1959 and January 1962 
19,142 who were considered to be contributing 38,258 


as of 31 December 1961 
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Distributions by age groups of the numbers of teachers considered to be 
in service on 31 December 1961 are set out in Schedules G and H. 

In addition to these 19,142 men and 38,258 women there were recorded 
8,373 men and 32,519 women, each of whom had made a contribution to the 
Fund at some time during the years 1955 to 1961, but had not been employed 
for 4 months during 1961 and had not yet taken a final refund. The average 
total contributory service for these teachers was very short, being 1.23 years 
for the men and 1.93 years for the women, up to the end of 1961. In the 
Balance Sheet (section 8) we show a liability for refunds to these 40,892 teachers 
from the assets of the Fund. 

The three-year service experience of all the teachers considered to be 
employed during the three-year period was analyzed, for men and women 
separately, in order to derive the rates of separation for each attained age, i.e. 
the rates of withdrawing, of death in service, and of going on pension. 

After comparing these newly found rates of separation with those that 
we had used for both our 1958 and 1954 valuations, we made what we con- 
paes appropriate adjustments in the rates of separation to be assumed for the 
uture. 

The following is a brief outline of these changes that we have made in the 
rates of separation from service which form the bases for our service tables used 
in this valuation: 


For MEN teachers—the service table was extended by 1% years to age 70%; 
withdrawal from service—rates below age 32 were reduced, rates above 
that age were increased slightly, and extended to age 61%; 
death while in service—rates below age 32 were reduced, rates above age 
48 were increased; 
going on pension—rates below age 57 were reduced, and increased above that 
age. 


For WOMEN teachers—the service table was extended by 1% years to age 6914; 
withdrawal from service—rates were slightly lowered up to the middle 
twenties and then raised a little thereafter; 
death while in service—minor upward changes were made at the very young 
ages; 
going on pension—rates were lowered considerably at all ages below age 60. 


It will be noticed that the number of men teachers employed had increased 
over the three years by about 35%, whereas the number of women teachers 
had risen by only about 17%. 

Recent increases in salary schedules have presumably encouraged a greater 
proportion of men than women to enter and stay in the profession than in the 
past, and in addition more men from other vocations, as well as teachers from 
other parts of Canada and the Commonwealth, have begun teaching in Ontario. 
More and more of these men are being attracted into the profession in middle life. 
Many are veterans of World War II. 

It may be of interest to give an analysis of the 38,258 women according 
to marital status, separating out the number belonging to the Roman Catholic 
Religious Orders. 


Average 1961 
Number 1961 (1958) contributory 


Y Salary Rate 
Single women 15, pice eel cee tea) $4,800 
Women who had been married 2032265 6:52.93 (41) 4,510 
(including widows) 
Women members of Religious Orders 2,254 5.9 (6.5) 2,030 
Total number of women teachers 38,258 100.0 (100.0) $4,500 


Since the proportion of younger women has a large bearing on the pro- 
portion married, we give the following data by age groups from the four most 


recent valuations: . 
Proportion of women who had been married 


Citas 1951 1954 1958 1961 
over 34 : 36.4% 50.7% 59.4% 69.3% 
over 54 28.7% 41.5% 52.9% 60.2% 


As in the 1958 data, the single woman continued to contribute on an 
average salary slightly higher than the married woman, the latter is con- 
tributing on an average salary more than 75% above that of the average 
woman member of a Religious Order. 


5. SERVICE AND SALARIES OF PRESENT CONTRIBUTORS TO THE 
FUND 
The tabulations for the 19,142 men teachers, and the 
38,258 women teachers, 


who were considered to be employed at the end of the calendar year 1961 showed, 
for each attained age, 


(i) the number of teachers, | 


(ii) the aggregate amounts of service and 6% contributions paid during 
the calendar year 1961, 


(iii) the total service and the total teachers’ contributions up to 31 
December 1961. 


From item (ii) we produced for each sex a 1961 salary scale according to 
attained age. In Schedule J we have set out these graduated 1961 annual 
salary scales, by attained age, compared with the corresponding scale for each 
of the previous three valuations. 

For both men and women it appears that salaries for all ages had generally 
increased by about 16% to 25% from 1958 to 1961. At the main pensionable 
ages the average rise in salaries was about 21% during the three years, over 
and above any increases that an individual teacher may have received for the 
three years’ extra seniority. At the same ages, the average rise during the 
ten years 1951-1961 was about 95% for men and 80% for women. 

This steady rate of increase over the years following World War II has 
produced a steady rise in the level of new pensions being granted each year. 
There has been a related rise in the average pension in force at any given 
time; this rate of increase also depends on the rate at which old pensioners are 
replaced by new. 

Both these effects are illustrated in Schedule K for the three years from 
1 January 1959 to 31 December 1961. 

Our impression obtained from working out pensions granted during the 
calendar years 1962 and 1963, is that further general increases in salaries have 
taken place since 1961. We have, however, in this valuation taken into account 
only such increases in salaries as could be measured by our salary scales, 
covering promotions and like increases because of seniority, but not covering 
general salary improvements beyond 1961. 


6. PENSION COVERAGE FOR THE TEACHER 


_ Because the superannuation of a contributing teacher is the principal 
object of the Fund, and the most costly, we again give a brief list of the various 
types of Ontario teachers’ pensions, classified hereunder according to age at 
retirement and length of employment as a teacher. 


S 


For convenience the various types of pensions that are granted to teachers 
under sections 25 and 26, 27 and 28, 29, and 30, of the Act, have been designated 
by the capital letters A, B, C, and CB, respectively. 


Years employed as a teacher 


Age at 
retiring 15-24 25-29 30-34 35-39 40 or more 
A 
B B 
Below 62 C C C C 
CB CB CB CB 
A A 
62 or more B B 
C C C 
CB CB CB 


A brief description of the eligibility requirements for each Class, including 
widows’ allowances under Classes D and E, and of the rules for determining the 
amount of pension, is given in the Appendix. 

A distribution of teachers’ pensions according to these Classes is given 
for each sex in Schedules B, C, D, E, and K. 


7. THE ASSETS OF THE FUND AND THE INTEREST EARNINGS 


From the reports of the Auditor for the fiscal years ended 31 October 1961 
and 1962, we find that the Fund held at 31 December 1961 the following 
debentures of the Province of Ontario: 


$31,200,000 at 434% due 1 November 1982, 
43,000,000 at 444% due 1 November 1992, 
and 146,000,000 at 444% due 1 November 1962, 


making $220,200,000 in securities issued by the Province and held 
in the Fund. 


In addition, the regular contributions from the teachers and the Province 
for the calendar year 1961 were paid into the Fund with accrued interest on 
31 October 1962. After taking these 1961 contributions into account and 
making necessary adjustments for accrued interest and expenditures for the 
two-month period following 31 October 1961 we estimated that $259,881,000 
could be taken as the effective amount of the Fund at 31 December 1961. 

Under the Act the Province has paid 444% on the aggregate of the yearly 
surpluses of the Fund for the ten years ending 1 November 1962, and issued 
at that time a single debenture for the total amount on 1 November 1962, 
including the $146,000,000 above, bearing interest at 414% until it matures 
in November 2002. 

The effective average rates of interest earned by the Fund were as follows: 


Year ended Rate 


31 October per annum 
1957 4.614% 
1958 4.638% 
eS) 4.628% 
1960 4.647% 
1961 4.576% 


Having in mind the interest earnings shown above we have assumed that 
the funds which may be allocated to the present teachers will earn 4.50% per 
annum, and we have used that rate throughout the long service lifetime and 
subsequent pension lifetime of these teachers. 
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8. VALUATION STATEMENT AS AT 31 DECEMBER 1961 


We have made our monetary calculations of the liabilities for the future 
benefits at present set out in The Teachers’ Superannuation Act, with amend- 
ments up to the present time. We have also calculated the value of the future 
12% (6% from the teachers +6% from the Province) contributions on teachers 
salaries. In accordance with the various assumptions outlined above, we 
find the financial situation to be as follows: 


VALUATION BALANCE SHEET 
as at 31 December 1961 
Liabilities 


Value of future pension payments to be paid to 
1,018 present men pensioners, with allowances 


continued in part to eligible wives.................0c00 $32,857,000 
3,688 present women pensioners with allowances 
continued in part to eligible dependants................ 68,854,000 
470 present widows receiving ordinary allowances...... 6,369,000 
132 present widows of former teachers or pensioners 
who died before April 1949. ............ceeceeeseeeeeeeeeees 350,000 
5 present families of orphans and 1 widowerv............ 17,000 $108,447,000 


Value of expected pensions continued up to one-half to eligible 
dependants, payable in respect of the 
19942 presentimen COntrIDUtOrs..c-.na eee eee $343,942,000 
38,258 present women contributors............2...c.cccesseseesteeeee 416,063,000 760,005,000 


Value of expected allowances payable to dependants on death 
of contributors while employed in respect of 
19,142 present men ContributOTS.........c.c...cscssccecsecseseeesstsenees $30,455,000 
38,258 present women Contributors... .........ccescedeecsetssenes 173,000 30,628,000 


Value of expected refunds of contributions payable on the 
death of contributor while employed without 
eligible dependants, in respect of 


19, 142 mresentymenvcontributors.) 7 ee oc eee $ 2,263,000 
38,258 present Women CONtTIDUTOTS...........ccccceersecseeeeeee 7,447,000 9,710,000 
Value of refunds on withdrawal from the profession, in respect 
of the 
19,142 present men: COntEIDULOTS te thee eee ee $ 11,124,000 
Oo,290 Preselly WOIneD CONLMOULOIS: ©... eee 25,479,000 36,603,000 


Liability for future refund payments to an additional 40,892 
teachers who had individually small credits in 
the Fund and were not included in the valuation 
figures above (see section 4) 


Oyo OLTIC TL Maks 8 |ctloetet Mesebn se mene at ane tor hy Os tae een $ 1,553,000 
BD DUO AV OUNOT 2 a0 tae weet sec pete ase eet lgm Ae eae ees 6,973,000 8,526,000 
Value of future expenses chargeable to present contributors 
anid MenSiONers): 5 .cagjict ccs. ecu) eee ee ee 2,615,000 
$956,534,000 
Assets 
Hundsiadjusted tool December 061.200 an) een $259,881,000 
Value of 6% contributions on future salaries of the active 
teachers 
19 142 men now contributing) 6. ee eee $106,937,000 
35,208 women Now contributing © .......0.1 ee 95,008,000 
re —_—_——— 201,945,000 
Value of Province’s matching 6% contributions............................ 201,945,000 
Net unfunded* accrued liability in respect of the living pen- 
sioners and active teachers as at 31 December 
LOG Drs svc. dt te een iad to a a 292,763,000 
$956,534,000 


Summarized details b quinquennial attained a i ; Seay) BA CL 
oS } y ge groups, of the main contingent liabilities 
and assets capitalized in this balance sheet, will be found in Schedules L, M, Sh aa 10. a 


*When a liability is unfunded it means that no i i iS 
ae su 1dec mmediate pr h 
liquidate it during the service lifetime of the members causing the labile mefeatenent 
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9. THE DISCLOSED DEFICIENCY IN THE FUND 


The Balance Sheet in Section 8 above, shows, after all the capitalized 
contingent liabilities and assets are taken into account, that the unfunded 
accrued liability, or deficit, as of 31 December 1961, in respect of all the then 
existing pensioners, dependants, and regularly contributing teachers, was 
$292,763,000. 

The preceding valuation, made three years previously as at 31 December 
1958, showed a corresponding deficit of $203,886,000. 

Thus the deficiency at the end of the three-year period had increased by 
some $89 million. As noted in Section 5, salaries rose considerably during the 
three years. The general increase in salaries is the main cause of the larger 
deficit, for the following reason. The middle-aged and older teachers will 
receive pensions based on their total years of service applied to these higher 
salaries earned during their final ten years of employment. It is true that 
the Fund will have received higher contributions on their behalf for their 
service after the general increases came into effect, but no such extra contri- 
butions will have been made by these teachers or by the Province for the years 
of service rendered before the general increases. 

We indicated in our 1958 valuation report that an immediate general 
increase in the 1958 salaries of 5% would have increased the then disclosed 
deficit by some $15 million. The general level of salaries has actually in- 
creased by some 21% over the three-year period, which accounts for some 
$60 million of the $89 million increase in the deficit between the two valuation 
results. Another $25 million is accounted for by the missing 414% interest 
for three years on the 1958 disclosed deficit, less the special Provincial grants 
of $1 million each year. The $4 million balance of the increase in the deficit 
can be accounted for by the assumed lighter mortality rates for future pen- 
sioners, balanced against such favourable factors as: the interest earned in 
excess of 444% on the assets during the three years; the margin in the 12% 
contribution rate for the greatly increased number of young teachers during 
the three years; the reduction in the assumed rates of retirement for women 
under 60; and some reduction, based on the more recent statistical experience, 
in the proportions of men assumed to have an eligible wife at death in service 
or at retirement. 

This $293 million deficit in respect of the contributors existing in 1961 
will continue to grow, quite apart from any general increases in salaries, at 444% 
interest per annum—less any special annual grants such as the $1 million grant 
that has been made by the Province each year since 1952. The net growth 
of this deficit at interest will thus be of the order of $12 million a year. 


As in 1958, the shortage in the Fund is again about $33 million larger 
than the accumulated funds on hand. The funds on hand were: 


$259 million as at 81 December 1961 


of which $108 million would be required, along with 444% interest, 
to pay the then existing allowances; 


and $9 million would be needed to pay refunds to 40,892 
occasional teachers; 


Thus there is left 
$142 million, made up of 


$95 million contributed by the existing 57,400 regular 
contributors, 


and only $47 million left from all the Government contributions 
made since the year 1917 and from all the interest on all contributions through- 
out this whole period up to the end of the year 1961. 


1] 


This $142 million provided for the 57,400 regular contributors at the end of 
1961 an average “‘stake” of less than $2,500, an amount equivalent to only a 
few years of the 12% contributions at current salary levels. The corresponding 
figure in 1958 was $2,060; and $1,650 in 1954. As we pointed out in the 1958 
report, amounts of this size will fall far short of covering the cost of future 
benefits for the average teacher in middle life, even after allowing for all future 
contributions on his behalf. 


For each sex and age group, the average personal contributions up to 
the end of 1961 are shown in Schedules G and H. It can be readily 
shown from these schedules that the older teachers’ average contri- 
butions per year of service are much smaller than younger teachers’. 


The shortage for the older teachers will have to be met out of contributions 
in future years from new teachers and from the Province. Section 8 of the 
Act reads: 


When the payments into the Fund in any year are insufficient to make 
the required payments out of the Fund, the deficiency shall be made up 
out of the Consolidated Revenue Fund. 


In this connection we point out that the total amount paid out in benefits 
in the fiscal year ended 31 October 1962 just about equalled total receipts 
(including both contributions and interest) only nine years previously, namely, 
in the year ended 31 October 1953. A slowing down of the rate of population 
growth in Ontario will shorten this nine-year gap. 


Although $259 million appears to be a large sum of money, it should be 
borne in mind that it is relatively small when measured against an annual 
rate of pay of $289 million to the 57,400 regular contributors at the end of 1961. 
A pension plan paying a 2% final salary pension should have assets equal to 
about two years’ pay-roll to be actuarially solvent. 


10. SOME COMMENTS ON PENSION COSTS 


The full cost to the Fund of granting a typical A-Pension is often over- 
looked. In this connection the following examples may be interesting. 


MEN WOMEN 


Specimen age at retirement 62 65 62 65 
Cost of providing at retire- | 
ment 

(a) a single life annuity of 

$3,500 per annum $39,500 $35,900 $44,900 $41,500 
(b) a married man’s annuity 

of $3,500 per annum con- 

tinued one-half to his 

widow (considered to be 

three years younger than 

the teacher) $46,100 $42,700 


‘The cost of annuities of more or less than $3,500 per annum to begin at 
the mee ages will be in proportion to the amounts given above. 
$3,500 A-Pension will arise from 70% of a final ten-year average salar 
of $5,000 provided the teacher has at a 35 years’ series credit a Fe 
attained at least age 62. The total personal contributions up- torh96l thar 
have actually been made by an individual teacher of this age and salary will 
rarely have amounted (at 414% interest) to as much as one-quarter of the costs 
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shown above. The other three-quarters, or more, is being met by regular 
(and_ special) Government contributions and by contributions transferred, 
in effect, from younger teachers. The regular Government contributions in 
the past have never exceeded the regular teachers’ contributions; a history 
of the contribution rates is shown in the following schedule. 


Dates from which the contribution rate 


Pe nee. has been applied to the salary < 
rate by the teacher by the Province 
214% 1 April 1917* 1 April 1917* 

3% 1 Sept. 19386 

314% 1 Sept. 1940 1 Sept. 19438 
4Q% 1 Sept. 1945 1 Sept. 1945 
6% 1 Sept. 1949 1 Jan. 1956 


*No contributions have ever been made for service rendered before this date, although pension 
benefits based on such service continue to be paid out of the Fund. 


This schedule illustrates the common trend of rising costs of pension 
plans during the 20th century. Throughout the English-speaking world the 
trend has been especially strong in Government-sponsored plans. 


The combination of rising salaries and rising contribution rates has 
resulted in the older teacher’s total contributions being disproportionately 
small in terms of his total service. As already mentioned, this can be seen by 
calculating the average contributions per year of service from the figures in 
Schedules G and H. 


Another way of illustrating the disparity is to calculate what the total 
personal contributions in these schedules would have been if each year’s con- 
tribution had been made at the 1961 rate of contribution. It will be found 
that, for ages above 44, the actual average contributions are less than half of 
what they would have been on the 1961 basis. The resulting shortage for 
middle-aged and older teachers is one of the chief causes of the over-all deficit 
in the Fund, the other main cause being the complete absence of contributions 
for service credits before 1 April 1917. 


11, FURTHER OBSERVATIONS FROM THE ACTUARY 


We again confirm that the 12% (6%+6%) contribution rate now in force 
will cover the cost of the currently promised benefits for new teachers, i.e. 
those who will have the full 12% contributions made on their behalf at present 
salary levels throughout their entire careers. One has only to look at the 
negative net liabilities for the younger attained age groups up to age 30 in 
Schedules L and M. There is one major qualification, however. We are 
assuming no further general salary increases, except those which can be covered 
by the slight margin in the earned interest rate that will develop from 1 
November 1962 as new yearly surpluses of income over expenditures are 
invested with the Province on the 5% interest basis that will apply to them 
after that date. 

It must again be pointed out that the Fund has not received 12% contri- 
butions over the years but only at the rates shown in Section 10 of this report— 
except for the additional $1 million yearly grant from the Province since 1952. 

In addition, the Boards of Education throughout the Province have 
independent control of salary scales (which means control of pension levels), 
and the age and service conditions for the compulsory retiring of teachers. 
In the computation of a teacher’s pension, his pensionable service 1s applied to 
the final ten years’ average salary on which contributions have been paid. 
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One other observation should be made. To place the Fund upon a proper 
actuarial basis the Consolidated Revenue Fund might assume payment of all 
teachers’ pensions and allowances now in force, thereby reducing the deficit 
to about $184 million. This balance could then be covered either by the 
Consolidated Revenue Fund taking on a certain proportion of future pensions 
in respect of service up to a certain date, or by agreeing to pay an extra 514% 
in annual contributions. 


The very least the Province should begin to do is to pay full 444% valua- 
tion interest on the disclosed deficit, or alternatively an additional 444% of 
salaries per annum. 


12. CONCLUDING REMARKS 


In this report we have called attention to the Appendix and the fourteen 
schedules, wherein we have attempted to illustrate the scope of the data made 
available to us, mainly through the use of punch cards, in the making of this 
triennial valuation. We have tried throughout to provide some summarized 
details which may be of interest not only to present contributors but also to 
other interested parties, including those already on pension. 


In going over the annual financial statements of the Commission, we 
point out that the financial cost of administering the Fund, so far as expense to 
the contributors is concerned, is exceedingly low in comparison with other 
pension funds. 


We owe much to the energy and efficiency of the Secretary, his Executive 
Assistant, and the various members of the staff of the Commission, who have 
without delay been of great assistance to us throughout the long period over 
which we have had this review under way. 


All of which is respectfully submitted. 
N. E. SHEPPARD 
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